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is no increase in the debt which is prior
to the SAA debt; and

(16) If a borrower has only a Non-pro-
gram loan, the Agency does not permit
subordination. The Agency may subor-
dinate Non-program security when it is
also security for a program loan with
the same borrower in accordance with
this section.

(c) Chattel security. (1) For loans se-
cured by chattel, the subordination
must meet the conditions contained in
paragraphs (b)(1) through (12) of this
section.

(2) The Agency will approve a request
for a second subordination to enable a
borrower to obtain crop insurance, if
the following conditions are met:

(i) The creditor to whom the first
subordination was given did not pro-
vide for payment of the current year’s
crop insurance premium, and consents
in writing to the provisions of the sec-
ond subordination to pay insurance
premiums from the crop or insurance
proceeds;

(ii) The borrower assigns the insur-
ance proceeds to the Agency or names
the Agency in the loss payable clause
of the policy; and

(iii) The subordination meets the
conditions under paragraphs (b)(1)
through (12) of this section.

(d) Appraisals. An appraisal of the
property that secures the FLP loan
will be required when the Agency de-
termines it necessary to protect its in-
terest. Appraisals will be obtained in
accordance with §761.7 of this chapter.

§765.206 Junior liens.

(a) General policy. The borrower will
not give a lien on Agency security
without the consent of the Agency.
Failure to obtain Agency consent will
be considered by the Agency when
making eligibility determinations for
future requests for assistance and may
adversely impact such requests.

(b) Conditions for consent. The Agency
will consent to the terms of a junior
lien if all of the following conditions
are met:

(1) The borrower’s ability to make
scheduled loan payments is not jeop-
ardized;

(2) The borrower provides the Agency
a copy of the farm operating plan sub-
mitted to the junior lienholder, and the
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plan is consistent with the Agency op-
erating plan;

(3) The total debt against the secu-
rity does not exceed the security’s
market value;

(4) The junior lienholder agrees in
writing not to foreclose the security
instrument unless written notice is
provided to the Agency;

(5) The borrower is unable to grad-
uate; and

(6) The junior lien will not otherwise
adversely impact the Agency’s finan-
cial interests.

§765.207 Conditions
agreements.

For loans secured by real estate, a
borrower may request Agency consent
to a severance agreement or similar in-
strument so that future chattel ac-
quired by the borrower will not become
part of the real estate securing the
FLP debt. The Agency will consent to
severance agreements if all of the fol-
lowing conditions are met:

(a) The financing arrangements are
in the financial interest of the Agency
and the borrower;

(b) The transaction will not ad-
versely affect the Agency’s security po-
sition;

(c) The borrower is unable to grad-
uate;

(d) The transaction will not jeop-
ardize the borrower’s ability to pay all
outstanding debts to the Agency and
other creditors; and

(e) The property acquired is con-
sistent with authorized loan purposes.

§§765.208-765.250 [Reserved]

for severance

Subpart F—Required Use and
Operation of Agency Security

§765.251 General.

(a) A borrower is required to be the
operator of Agency security in accord-
ance with loan purposes, loan agree-
ments, and security instruments.

(b) A borrower who fails to operate
the security without Agency consent is
in violation of loan agreements and se-
curity instruments.

(c) The Agency will consider a bor-
rower’s request to lease or cease to op-
erate the security as provided in
§§765.252 and 765.253.
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